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Jared Jackson
American Gilsonite Company
29950 South Bonanza Highway
Bonan:za,Utah 84008

Subject Revised Surety Requirement. American Gilsonite Compan)'. Bonanza Mine. M0470010.
Uintah County. Utah

Dear Mr. Jackson:

Thank you for taking the time to meet with us and discuss the surety for American
Gilsonite's Bonanza Mine. We have furttrer revised the spreadsheet and believe we have taken all
your concerns into consideration. These include:

o Addition of site E-33 to the bond. This site has yet to be proposed.
o Reduction of support vehicle mileage from 600 to 400.
. Truck and trailer. We have determined that this cost needs to remain.
o Removal of escapeway capping costs for most sites because the escapeways were listed

separately.
o Refinement of costs for the non-typical sites. The spreadsheet has explanations showing how

these costs were calculated. Amounts were increased for some sites and decreased for others,
but we believe the costs better reflect disturbances to be reclaimed.

r Escalation through 201 3 . The bond had been calculated in 2006 and escalated to 2011 . Since
it has been nearly two years since the process was begun, it was necessary to escalate the bond
for an additional two years. The actual escalation figure (2.1%) was used for 2006-2007, and
a three-year average (3.8%) was used for the remaining six years.

The surety amount is $795,000.00, and it assumes that sites B-40, R-2, R-4, H-2, and H-10
are released. The Division is willing to recommend release of these sites, but the Board will need to
make the final decision.

The amount also assumes that E-33 is added to the plan and that'WH-7,8-46, and B-50 are
deleted. None of these sites has been disturbed, but the plan needs to be amended to remove WH-7,
8-46, and B-50; otherwise the surety will need to be increased. Please refer to the Division's letter of
March 11,2008, for information about amending the plan. Sites B-44, B-48, WH-4,WH-71, WH-18
LE-5, LE-6, and LE-7 are included in the BLM's statewide bond.

0ss21594 W$t North Tenple, Suite 1210, PO Box 145801, Salt Lrke City, UT 84114-5801
telephone (E0l) 53E-5340 . facrimile (801) 359-3940 . TTy (fl)l) 53&7458 . l4m. ogm.utah gN



Jared Jackson
Page2 of2
M0470010
June 9, 2008

Site I-12 is on land managed by the School and Institutional Trust Lands Administration,
and they hold a reclamation surety in the amount of $5000.00. The surety calculation assumes the
Division will hold the entire amount for I-12, so once you have posted the new surety, SITLA should
be willing to release the surety they hold.

By Board of Oil, Gas, and Mining (Board) Order of May 31,2002, the Board and AGC
entered into a Self-Bonding and Indemnity Agreement. The terms of the agreement require that the
"Board release the Operator of its obligations under this Agreement before the Division release any
portion of either the Pledge and Escrow Agreement or the Existing Bond." While no actual release of
money is proposed the recalculated surety amount does include a change in obligation.

Term 6 requires AGC to flrle a Request for Agency Action with the Board to review the
Agreement once the final escrow payment is made. Final payment was made in 2005.

The Division cannot frnalize the proposed release, addition, or surety escalation until the
Board has reviewed and approved these actions.

Please file a request for agency action no later than July 10, 2008, to be heard by the Board
in its August hearing. The Division considers the Bonanza Mine to currently be under-bonded, and
this needs to be corrected as quickly as possible.

Thank you for your cooperation and patience as the Division has been working to complete
the permitting and surety update process. Please call me if you have any comments or questions (801-
s38-52s8).

Sincerely,

Hrd/*z-
Mining Program Coordinator
Minerals Regulatory Program

SMW:PBB:pb
Enclosure: Bond Calculation Sheets
cc: Stan Perkes. Utah BLM Office

Jed Pearson
Tony Gallegos
Will Stokes. SITLA
Vernal BLM

P:\GROUPS\It4INERALS\WP\N,1047-Uintah\Ir40470010-AGCVinal\lh-bond-06042008.doc



RECLAMATION ESnMATE 2000 UPDATE Fila Nrm Prul-M04700l0iond.{!
Amrric.n Gillonib Comprny (AGC) p!g! n.ms'lacilitlot"
Bonana Giltonit Opeation! Ulotrh County hrt Gvlrion 1l29/2fiA

Mr(Ntrol0
Prepared by Utah Stat€ Ovislon of Oil, Gas & Mining

OPERATIONAL FACILITIES trunit unh t Units Cost($) not! unit colt detail!
T€n leboreB 2,240 Oo $lday 42 94,080 00 (3) M€ans 2006, lab@r, ffi A-2 Wo O&P
Two dozoB 1,750 08 Uday 21 36,751 68 (4) daily Blue Book p9 S50, Cat D6R (2005), semi-U blade, 165 hp
Twdozg.operato6 60800 $/day 21 12,76A00 (5) Means2006,equipoperator(dozer),@w$t0Bwoo&P
OnoqEne '1,14920 $/day 42 48,26640 (1)dai ly J&CEnterpr ises,Vemal,Utah-Pri@Sheet
Oneqaneoperator ?6000 $/day 42 15,12000 (2\ J&CEnterpr i3es,Vemel,Utah-Pri@Sheet
Trac{or tEilers 2,400 00 $/mo 2 4,800 00 (10) J E C Entsrprisos, Vemal, Utah - Pri@ Sheot
Traclor tEilor opeEtoB 0 00 $/dey 42 0 00 (1 1) lreans 2006, truck drivcr (heavy), cw B-34A
Ono FE loader 614 00 $/dey 42 25,788 0O (l2)daily Blue Book, pg 934, Cal 950c SEries ll (2005), 183 hp, 4 05 CY
OnoFElosd€roperalot 44320 Uday 42 18,61440 (13) Means2006,squipoperator(mod),crcwB-1ou
Seed 28272 $lacre 246 6,954 91 (7\ BLM 2005 secd cost estim€te 13 lt/aqe
Onefamlraclor&sseddri l l  55200 $/dey 2 1jO4OO (9) Adjusted$48/hr-1992toy€ar2006usingacluales€lat ion
One traclor op€retor 341.20 $lday 2 6A2.40 (3) Moans 2006, laborer, cw A-2 Wo O&P

Subtotll op€Etionrl flcilitiea 426/,929,79

ROADS
M o t o r g € d e r  1 , 2 7 3 E 0  $ / d a y  3  3 , 8 2 1 4 0  ( 1 4 )  B l u s B o o k , 3 Q 9 9 , p g $ 1 l , C a t 1 6 H g r e d e r , 1 6 ' m o l d b o a r d , 2 E 5 h p , d a i l y
MotorgEderoperatot 44320 $/day 3 1,32960 (15) Means2006,cw&32,equipopemlo.(med),dai lydoO&P
Sesd 2E272 $taqo 43 12,15696 (7) glM2006soed@stest imate l3lb/a@
Onetamtractor&seeddri l l  55200 Vday 2 1,10d.OO (9) Adjusted$48/hr-1992loyear2006usingectualeselal ion
Ono fraqtor operator Y1.2O $lday 2 6A2 40 (3) Means 2006, laborcr, cw A-2 Wo O&P

Subtotal rc8d3 319.094.38

STORAGE PONDS. PAOS. RESERVOIRS
One dozer 875 04 Vday 6 5,25024 (4) Blue Book pg 9-50, Cat D6R (2005), semi-U blade, 165 hp
Onedozeroperator 30400 Vday 6 1,A24OO (5) Means2006,equipop€€tor(doz€r),c@8-10Bwloo&P
Soed 28272 $taqo 4 3 1,21570 (7) BLM 2006 seed @st estimato 13 lb/ere
Onefamtraetor&seeddri l l  55200 $/d8y 2 1,10400 (9) Adjusted$48/hr. ' l992toyear2006usingactualeselat ion
One lractor operator _ U1.2O $lday 2 682 40 (3) M€ans 2006, laborer, crry A-2 Wo O&P
Subtotal ponds, pad! Esrud6 110,076.34

RECLAMATION ESTIITATE 2006 UPDATE File Name Paul-M0470010-bond xls
Ame.i€n Gilsonito Compeny (AGC) pago nemq "fEcilities"
Bonanza Gilsonrte Op€ralions Uintah Counly last revision 2lAl2OO7

Mto47l010
Prepared by Utah Stat€ Division of Oil, Gas & Mining

notg unit cost datlllt
(3) Means 2006, laborer, qew A-2 w/o O&P

(4) daily Blu6 B@k p9 9.50, Cat D6R (2005), s€mi-U blade, 165 hp
(5) M€ans 2006, equip operator (dozer), crcw 8-108 Wo O&P

(1) daily J & C Enterprises, Vomal, Utah - Prica Sheei
(2) J & C Enl€rprises, Vemal, Utah - Prico Sheel

(10) J & C Enlerprise3, Vsmal, Utah - Pri@ Sheet
(1 1) Meens 2006, truck driver (hsavy), crw &34A

(12)daily Blue Book, pg 934, C€t 950G Serics ll (2005), 183 hp,4 05 CY
(13) Mean8 2006, equip opErator (med), @ &10U
(7) BLM 2006 s€ed cost estimate 13 lb/acro
(9) Adjusted $48/hr.1992 to year 2006 using actual es€lalion
(3) Mesn6 2006. laborc.. @w A-2 Wo O&P

(14) Biue Book,3Q99, pg 9-11, Cat 16H grader,'16'moldboard,285 hp, daily
(15) Means 2006, w B-32, equip opeEtor (med), daily
(71 BLM 2006 seod @sl estimate 13 lb/acE
(9) Adjusted $4€Vhr-1992 lo year 2006 using actual ss€lation
(3) Means 2006, laborcr, c@A-2 Wo O&P

(4, Bluo Book pg 9-50, Cat DOR (2005), s€mi-U blado, 165 hp
(5) Means 2006, equip opeEtor (dozer), qw 8-108 Wo O&P
(7) BLM 20OO seed @sl oslimale 13 lb/acrc
(9) Adjustsd $48/hr-'1992 to year 2006 using actual es€lation
(3) Mcans 2006, laborcr, crw A-2 w/o O&P
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and p€mnnal @mmuni€tions tor opoEtor @ $45/hr

(Rsvisod 06/2006) Highway Construc{ion
(Rovisod 06/2006) Higlwy Construclion

includs3 drivsr

includ€s drivc.

(Revisod 06/2000) Highway Construqlion
(Revi$d 06/2000) Highway Construclion

(Rsvissd 06/2006) Higlvay Consiruclion



THIS SPREADSHEET IS UNDER CONSTRUCTION, NEW DATA IN YELLOW
SURETY ESTIMATE UPDATE

American Gilsonite Company (AGC)
Bonanza Operations Mt047t010
Prepared by Utah Division of Oil, Gas & Mining Last Update
DESCRIPTION:
-This update is based on the 11124192 reclamation estimate
-Total estimate base amount was $281,149 in 1992 dollars
-Disturbed acreage = minesites (33), roads (43), facilities (31.2)
This updates the base amount to 1994 dollars and escalates 5 years fonryard
-Escalation factors through 1993 are actual Means Historical Cost Indices
-Totaldisturbed area = 107.2 ACRES

File Name Paul-M04700{ O-bond.:
Uintah Coun$

1129t2008

CALCULATIONS
F = P(1 + i)**n YR
F = Future Sum
P = Present Sum
i= Escalation Factor
n = number of periods

BASE AMOUNT=>

Three Yr Average = 2.01o/o
Used to Project 5 Yrs
Into the Future
From the Year 1994

ESCAL BOND
FACTOR AMOUNT

1988 0.0181
1989 0.0177
1990 0.0077
1991 0.0127
1992 0.0221
1993 0.0261
1994 0.0321
1995 0.0193
1996 0.0242
1997 0.0236
1998 0.0502
1999 0.0191
2000 0.0244
2001 0.0421
2002 0.0202
2003 0.0171
2004 0.0084
2005 0.0399
2006 0.0s44
2007 0.0212
2008 0.0380
2009 0.0380
2010 0.0380
2011 0.0380
2012 0.0380
2013 0.0380

0
0
0
0

56.00
57.46
59.31
60.45
61 .91
63.37
66.56
67.83
69.48
72.41
73.87
75.13
75.76
78.79
83.07
84.84
88.06
91.41
94.88
98.49

102.23
106 .11

$106.00Updated Surety Amount Rounded (2013 $)
** Average cost per acre = $0.9e ($/ACRE)
NOTE: Previous Division estimate was $299,500 (1998 $)
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RECLATATION ESTIMATE 2006 UPDATE
Arnerlcen Gllsonlte Gompany (AGC)
Bonanza Glleonlte Operatlons

Mr0,l7r010
Utah State Division of Gas &

in based on the

-Number

Uintah County

fl lename Paul{$0,17001 0-bond.xls
page nsme "tyPlcal_eite'
last revlslon 112912008

all structures

WH-l1.WH.

2 2-acre sites.

reclamation

on reveoe success
Acre

Task Descrlptlon
Dismantling - dane
Dismantling - crane operator
Dismantling - laborers
Dismantliru - dozer
Oismantling - dozer operator
Shafi capping(labor,mtls)-BLM 2006 estimate
Reclaiming - dozer
Reclaiming - dozer operator
Reseeding - mtls: seed/mulch/fertilizer
Roseeding - apply mulch & fertilizer
Reseeding - tractor & seed drill
Reseeding - tractor operator
Truck & Trailer
Landfill fees
Mob/Demob
Welder
Supervision
Escapanvay Cap

Quantlty Unlts
10 hr
10 hr
16 hr
4 h l
4 h r
1 e a
4 h r
4 h r
1 acre
1 acre
2 h (
2 h l

16  hr
1 lot
2 equip

16 hr
16  hr
1 e a

600 miles

Cos($)
1,500.00

450.00
448.00
437.52
152.00

3,060.96
437.52
221.60
282.72
80.05

138.00
85.30

2,400.00
100.00
400.00
528.00
800.00
150.00

$/Unlt
150.00
45.00
28.00

109.38
38.00

3,060.96
109.38
55.40

282.72
80.05
69.00
42.65

150.00
100.00
200.00
33.00
50.00

150.00
0.45

1 1
one 1-0.5 acre site (Le-n @ $75,564.50 - 2006$.

included in total surety amount.

note crreages to unit costs herc rippte through ot ret stteets
(1) J & C Enterprises, Vernal, Utah - Price Sheet
(2) J & C Enterprises, Vernal, Utah - Price Sheet
(3) Means 2006, laborer, crew A-2 w/o O&P
(4) Blue Book pg 9-50, Cat DOR (2005), semi-U blade, 165 hp
(5) Means 2006, equip operator (dozer), crew B-108 w/o O&P
(6) BLM estimate
(7) Blue Book pg 9-50, Cat DOR (2005), semi-U blade,165 hp
(8) Means 2006, equip operator (dozer), crew B-'t0B wlo O&P
(9) BLM 2006 seed cost estimate 13 lb/acre
(10) Adjusted $56/acre-1992 to year 2006 using actual escalation
(1 1) Adiusted $48/hr-1992 to year 2006 using actual escalation
(3) Means 2006, laborer, crew A-2 w/o O&P
(12) J & C Enterprises, Vernal, Utah - Price Sheet
(6)
(6) BLM Estimate

Means Estimating Guide P. 448 2007wlo O&P + $4/hour for welding equil
(6) Dogm/Blm Estimate
(6) BLM Estimate
(6) US Gov't Rate - 4 days @ 150 miles/day

note ctangos to unit cos|Is here ripple through otter srteefs
(1) J & C Enterprises, Vernal, Utah - Price Sheet
(21 J & C Enterprises, Vemal, Utah - Price Sheet
(3) Means 2006, laborer, crew A-2 w/o O&P
(4) Blue Book pg 9-50, Cat DOR (2005), semiU blade, 165 hp
(5) Means 2006, equip operator (dozer), crew B-108 w/o O&P

Escalated from previous estimate
(71 Blue Book pg 9-50, Cat OGR (2005), semi-U blade,165 hp
(8) Means 2006, equip operator (dozer), crew 8-108 w/o O&P
(9) BLM 2006 seed costestimate 13 lb/acre
(10) Adjusted $56/acre-1992 to year 2006 using actual escalation
(1 1) Adjusted $48/hr-1992 to year 2006 using aclual escalation
(3) Means 2006, laborer, crew A-2 u/o O&P
(12\ J & C Enterprises, Vernal, Utah - Price Sheet
(6)
(6) BLM Estimate

Means Estimating Guide P . 448 2007wlo O&P + $4/hour for welding equil
(6) Dogm/Blm Estimate
(6) BLM Estimate
(6) US Gov't Rate - 4 days @ 100 milevday

Vehicle 270

Reclamatlon Por Typlcal 1.0 Acre Gllsonite tlne Site
Task Descrlptlon

Dismantling - crane
Dismantling - crane operator
Dismantling - laborers
Dismantling - dozer
Dismantling - dozer operator
Shaft capplng(labor,mtls)
Reclaiming - dozer
Reclaiming - dozer operator
Reseeding - mtls: seed/mulcMertilizer
Reseeding - apply mulch & fertilizer
Reseedirq - tractor & s€€d drill
Reseeding - tractor operator
Truck & Trailer
Landfill fees
Mob/Demob
Welder
Supervision
Escapeway Cap
Support Vehicle

Quantlty Unlte
10 hr
10  hr
16 hr
4 h r
4 h r
1 e a
4 h r
4 h r
1 acre
1 acre
2 h r
2 h r

16 hr
1 tot
2 equiP

16 hr
16  hr
0 e a

400 miles

cost($)
1,500.00

450.00
448.00
437.52
152.00

1,248.27
437.52
22',t.60
282.72
80.05

138.00
85.30

2,400.00
100.00
400.00
528.00
800.00

0.00
180.00

$/Unit
150.00
45.00
28.00

109.38
38.00

1,248.27
109.38
55.40

282.72
80.05
69.CX)
42.65

150.00
100.00
200.00
33.00
50.00

150.00
0.45

*Eite3 trslte
11,941.67
9,888.98
8,395.22
4,470.36

972.60
586.07

11JU.17
10,474.22
11,112.29
't,759.57

1,493.76
293.04

11,941.67
89,000.82
33,580.88 (211
17 ,881.42 (12)
1 ,945.19  (13)
3,5',t6.42 (14)

11,134.17 (15)
10,474.22
't1,112.29

1,759.57
1,493.76

293.O4

1-acre sites, BLM. DOGM holds bond
1-acre sites, fee or SITLA
1-acre sites with some equipment
0.5 acre escapeway, Wequip
0.5 acre escapeway w/out equip
1-acre sites waiting on revege or need reseed
B-38 headftame & scrap, revege, 2-acre
t-'t2
t -18
B-28: 2 smaller caps,footings, revege (0.25 acre)
E-21: trash dump, remove structure, add fence
B-12: 2nd revege, 0.5 acre
WH-7 site - blasting vein closed 0 35,000 00 0 00

SUBTOTAL _ ALL M;NE STTES 32 919,t,133.4S

Used BLM Shafl cost estimate
Used escalated DOGM shaft cost estimate from 2001
use typical less one-half of dismantling cosis
use one-half cost for typical 1.0 acre site less shaft cap plus 150
use one-half shaft cap, grading and reveg, and mob/demob costs
use reseeding only
use typical + 1 X (grading and revege)
use typical + (o.47xgrading and reveg) + 1 50 escapeway cap
use typical +(0.95 X grading and reveg)
use one full cap cost + 0.25 X (grading and revege) + one-half mob/demo
use 1/2 dismantling cost
use 0.sx(reseeding only)
previous DOGM estimate (half of 2-site estimate)

(16)
(17)
(18)
(1 e)
(20)

RECLAMATION ESTIMATE 2006 UPDATE
American Gilsonite Company (AGC)
Bonanza Gilsonite Operations

Mt047t010
Prepared by Utah State Division of Oil, Gas & Mining
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Uintah County last revision 1t29t2008

changes to unit costs hore rippte through ot rersteets
J & C Enterprises, Vernal, Utah price sheet
J & C Enterprises, Vemal, Utah price sheet
Means 2006, laborer, crew A-2 w/o O&P
Blue Book pg 9-50, Cat DOR (2005), semi-U blade,165 hp
Means 2006, equip operator (dozer), crew 8-108 Wo O&P
BLM estimate
Blue Book pg 9-50, Cat DOR (2005), semi-U blade, 165 hp
Means 2006, equip operator (dozer), crew 8-108 w/o O&P
BLM 2006 seed cost estimate 13 lb/acre
Adjusted $56/acre-1992 to year 2006 using aclual escalation
Adjusted $48/hr-1992 to year 2006 using actual escalation
Means 2006, laborer, w/o O&P, crew A-2
use one-half cost for typical 1.0 acre site
use one-half shaft cap cost & full revege
use reseeding only
use typical + 2x(revege)
use typical +(1 422)X(revege)
use one full cap cost +0.25x(Ievege)
use 1/2 dismantling cost
use 0.5X(reseeding only)
previous DOGM estimate (half of 2-site estimate)
used half of dismantling costs and full grading/capping costs


